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Chattanooga Gas Company

2207 Olan Mills Drive
Chattanooga, TN 37421 e iPR =T R 27
1-880-427-5463

T.R.A.BGCHZT RCOM
Aprnl 4, 2004

Chairman Deborah Taylor Tate
Tennessee Regulatory Authority
460 James Robertson Parkway
Nashwville, TN 37243-0505

Re: Chattanooga Gas Company
Responses to TRA Staff’s Data Requests
Docket No. 04-00034 — Petition of Chattanooga Gas Company for Approval
of Adjustment of its Rates and Charges and Revised Tariff

Dear Chairman Tate,

Enclosed please find an original and 13 copies of Chattanooga Gas Company’s responses
to the following data requests issued by the TRA Staff:

Fifth Set of Data Requests Dated March 11, 2004 — 89

Sixth Set of Data Requests Dated March 12, 2004 — 99

Econ #1 Data Request dated March 19, 2004:

1 3 4 5 6 7 8 10 11 12

The Company is currently gathering and compiling information for the remaining data
requests and will file its responses as soon as the data requests are complete.

If there are any additional questions, I can be reached at 404-584-4263.

Sincerely,

%WM\G n___—
Michael J. Morley

AGL Resources
Rates & Regulatory



Chattanooga Gas Company

, TRA Staff -5
Discovery Request No. 89

Docket Number 04-00034

March 26, 2004

Page 1 of 1

Discovery Request No. 89

Provide and explain the accounting entries that have caused the balances in the
Company’s Contribution in Aid of Construction Accounts (101000, 101110, 101105,
101130) at September 30, 2003 to decline from the September, 2002 balances. Also
provide a description and the nature of accounts 101105 and 101130.

Response:

This decrease was the result of the reclass of Contribution in Aid of Construction (CIAC)
from the CIAC accounts to plant in service, as described in TRA data request #2-55.

CGC currently accounts for CIAC as follows:

1. As cash is received, CIAC is recorded to a general ledger account separate from
CGC’s construction work in progress (CWIP) account. CGC’s current process is
not set-up to track CIAC at a project level.

2. On an annual basis, the activity within the CIAC general ledger account is
transferred to CGC’s asset management system and plant in service general ledger
account. An asset with a negative value is created in the asset management system
for the amount of CIAC that is being capitalized. This asset is then depreciated
using a rate of 3.3%, creating a credit against depreciation expense.

See attached schedule 89-1 for the journal entries which caused the (CIAC) accounts to
decrease in December, 2002.

Account 101130 is “Contribution for Relocation of Facilities” and is used to apply CIAC
from developers due to relocating of plant for new development such as new housing
developments. Account 101105 is “Aid to Construction Billing” and was previously used
to track all CIAC. CIAC is now recorded in multiple accounts, and account 101105 is no
longer used. These accounts break out CIAC by type, such as relocation of facilities,
residential, etc. ‘
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Chattanooga Gas Company

TRA Staff -6

- Data Request No. 99
Docket Number 04-00034

March 22, 2004

Page 1 of 1

Data Request No. 99

Examine Account 162999-Other Deferred Debits. Explain the components to this
account. Explain why this account reached a zero balance in November 2003, and
provide the associated accounting entries with its elimination. Also, provide the
accounting entries relating to the restoration of this account in December 2003 to a
balance of $419,520.

Response

Account 162999 — Other Deferred Debits - is the account used to appropriately present
the balance sheet classification for the net goodwill portion of Chattanooga Gas
Company’s acquisition adjustment. Please refer to CGC’s response for TRA data request
5-87 for additional explanation and supporting schedules.

The balance sheet presentation reclass is made on a monthly basis, reversed at the
beginning of the following month and adjusted again at the end of the following month.
Based on review of CGC’s internal financial statements, account 162999 had a balance of
$422,145 in November 2003. The data base provided to the Tennessee Regulatory
Authority (TRA) staff also includes this amount for November 2003.

Attached exhibits 99-1 and 99-2 provide the balance sheet presentation reclass journal
entries and related reversals made in November 2003 and December 2003.



Report ID: AGLC7601 PeopleSoft Financlats Page No. 1

JOURNAL ENTRY DETAIL REPORT Run Date 05.Apr.2004
Run TIme 8.30:24 AM
Unit: opriD* KJOHNSO Ledger Group* ACTUAL Forslgn Currency usop
Joumnal ID- Source: Rate Type:
Reversal, Effectlve Date. 31 Oct.2003

Exchange Rate*

190’

1 00000000 -424,769 00 USD

Description Other Deferred Debits Reference

2 100411 8000 1 00000000 -475,050 00 ysp -475,050 00 ysp
Description Acc Prov Amort Acq Adj-Reclass Reference

3 145901 8000 1 00000000 -980,962 00 ysp -980,962 00 UYSD
Description LNG-Presentation Reclass Reference

4 100401 8000 1 00000000 1,880,781 00 ysp 1,880,781 00 ysp
Description Acq Ad[-Reciass non-plant item Reference

GLS8 Total Lines 4 Total Base Debits, 1,880,781 00 Total Base Credits 1,880,781 00
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PoopleSoft Financlals Page No 1
JOURNAL ENTRY DETAIL REPORT Run Date 05.Apr.2004
Run Time 8:29:24 AM

Unit: GL8 OpriD: KJOHNSO Ledger Group ACTUAL Foreign Currency* usb

Joumal ID. Source: SJE Rate Type.

Date. 30.Nov.2003 Reversal Effective Date 30.Nov.2003

Description  To recl 01.00c.2003~ 1.00
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422,145 00 ysSp

Reversal Date

Description Other Deferred Debits Reference

2 100411 8000 1 00000000 477,674 00 UsD 477,674 00 USD
Description Acc Prov Amort Acq Adj-Reclass Reference

3 145901 8000 1 00000000 980,962 00 ySD 980,962 00 ysp
Description LNG-Presentation Reclass Reference

4 100401 8000 1 00000000 -1,880,781 00 yYsSpD -1,880,781 00 UsSp
Description Acq Adi-Reclass non-plant item Reference

GLS8 Total Lines: 4 Jotal Base Debits, 1,880,781 00 Total Base Credits 1,880,781 00
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Report ID AGLC7501 PeopleSoft Financlats Page No. 1

JOURNAL ENTRY DETAIL REPORT Run Date 05.Apr.2004
Run Time 8:29:24 AM
Unit OpriD KJOHNSO Ledger Group ACTUAL Farelgn Currency usD
Jouma! ID: Source. SJE Rate Type.
Date. Reversal. A R) Effective Date* 30.Nov.2003

Description,

contained in Chat acqulsition Exchange Rate 1.00

%

ount 5 rating , . Gdudi 7 ( ate’T ; te : ForelgnAmoint .3 he i it

1 162999 8000 1 0000000 -422,145 00 USD 422,145 00 ysp
Description Other Deferred Debits Reference

2 100411 8000 1 00000000 -477.674 00 YSD 477,674 00 USD
Descnption Acc Prov Amort Acq Adj-Reclass Reference

3 145901 8000 1 00000000 -880,962 00 YSD -880,862 00 ysD
Description LNG-Presentation Reciass Reference

4 100401 8000 1 00000000 1,880,781 00 USD 1,880,781 00 USD
Description Acq Ad)-Reclass non-plant item Reference

GL8 TYotal Lines: 4 Total Base Deblts. 1,880,781 00 Total Base Credits. 1.880,781 00
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Unit GL8 OpriD: SREDDY Ledger Group ACTUAL Forelgn Currency" usD
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"419,520 00 USD

1 162999 8000

1 00000000
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4 100401 8000 1 00000000 -1,880,781 00 YSpD -1,880,781 00 USD
Description Acq Adj-Reclass non-plant item Referance

GL8 Total Lines 4 Total Base Deblts: 1,880,781 00 Jotal Base Credits, 1,880,781 00
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Data Request No. 1

Chattanooga Gas Company
TRA Econ # 1

Data Request No. 1

Docket Number 04-00034
April 4, 2004

Page 1 of1

Data Response No. 79 states that there is no debt on the books and records of
Chattanooga Gas Company or AGL Services Company. Data Response No. 80 provides
the Reconciliation of Capital Structure, Parts A & B. Explain why the Company did not

allocate debt to Chattanooga for rate purposes.

Response

As noted in Data Response No. 79, there is no debt on the books and records of
Chattanooga Gas Company (CGC). However, for rate making purposes, CGC has
computed its revenue requirement based on the hypothetical capital structure included in
the testimony of Michael J. Morley. This hypothetical capital structure includes the
consolidated debt of AGL Resources Inc. and Subsidiaries. Please see MIM-4 Schedule

1, a copy of which is attached to this response.



V—a

Chattanooga Gas Company

Summary of Estimated Consolidated Cost of Capital

June 30, 2005

Docket No. -
Exhibit MJM4
Schedule 1

Line ’ Weighted
No. Capital Structure Component Ratio Cost Rate Average Cost
1 Short-term debt 4.30% (A) 2.69% 0.12%
2 Long-Term Debt 40.10% (B) 6.74% 2.70%
3 Preferred Stock 8.70% (C) 8.54% 0.74%
4 Total Debt 53.10% 3.56%
5 Common Equity 46.90% (D) 11 25% 5.28%
6 Total Capitalization 100.00% 8.84%
(A) MJM-4, Schedule 2, Line 14
(B)  MJIM-4, Schedule 3, Line 8
(C)

(D)

MJM-4, Schedule 3,Line 9

MJIM-4, Schedule 3, Line 6
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Chattanooga Gas Company
TRA Econ # 1

Data Request No. 3

Docket Number 04-00034
April 4, 2004

Page1of1

Data Request No. 3
Data Response No. 85-1 provides the Debt & Equity Analysis for the twelve months

ended December 31, 2003. Please provide this same schedule for the twelve months
ended December 31, 2002 and also for the test period ended September 30, 2003.

Response
See attached schedule TRA Econ #3-1 for the Debt & Equity Analysis for the twelve

months ended December 31, 2002 and schedule TRA Econ #3-2 for the Debt & Equity
Analysis for the test period ended September 30, 2003.
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Chattanooga Gas Company
TRA Econ #1

Data Request No. 4

Docket Number 04-00034
April 4, 2004

Page 1 of 1

Data Request No. 4

Provide an explanation for the increase in preferred stock the year 2001. Why was the
preferred stock issued? You state on the FG-Item No. 81 that your preferred stock has an
average rate of 8.70% in 2002 and 8.67% in 2003. That is more expensive than either
short-term debt or long-term debt listed on that schedule. Why was preferred stock
chosen over common stock or debt?

Response

Preferred stock was issued in 2001 and is considered long-term debt by AGL Resources
Inc. and Subsidiaries (AGLR). This debt was issued to maintain a favorable balance of
short-term and long-term debt and is the longest term debt available. Additionally,
because of its long life, some credit rating agencies treat this preferred stock as equity
rather than debt. The preferred stock’s long debt term and favorable treatment by some
credit rating agencies helped AGLR maintain its existing credit rating, providing an
overall lower cost of debt.



Chattanooga Gas Company
TRA Econ # 1

Data Request No. 5

Docket Number 04-00034
April 4,2004

Pagelof1

Data Request No. 5

In 2001 according to your FG-Item No. 80, schedule 3, on page 1, long-term debt
climbed by 46% and short-term debt more that doubled. Please explain. What utility
purpose was this use for?

Response

The increase in long-term debt and short-term debt was the result of the purchase of
Virginia Natural Gas (VN G) in October 2000. Additionally, short-term debt increased
due to an increase in working capital needs for AGL Resources Inc. and Subsidiaries. The
increase in working capital needs was due primarily to a substantially increase in gas
inventory unit costs and volumes.



Chattanooga Gas Company
TRA Econ#1

Data Request No. 6

Docket Number 04-00034
April 4, 2004

Page 1 of 1

Data Request No. 6

On the same schedule interest expense dropped from 2002 to 2003. Interest rates are
shown dropping which will account for some of it. Is that the only reason, or was there
some refinancing occurring? Preferred stock expense of course remained the same.
Please provide explanations. ’

Response
Please clarify the above question. The schedule referenced in the question, FG Item No.

80, schedule 3, does not include amounts for “interest expense™ nor does it include
information for 2003.
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Chattanooga Gas Company
TRA Econ # 1

Data Request No. 7

Docket Number 04-00034
April 4,2004

Page 1 of 1

Data Request No. 7

In FG Item No. 87, please provide the same schedule of capital surplus for the year ended
December 31, 2002 and for the test year.

Response

See attached schedule TRA Econ #7-1 for the Capital Surplus Analysis for the twelve
months ended December 31, 2002 and schedule TRA Econ #7-2 for the Capital Surplus
Analysis for the test year.
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Chattanooga Gas Company
TRA Econ #1

Data Request No. 8

Docket Number 04-00034
April 4,2004

Page 1 of 1

Data Request No. 8

On response FG-Item No. 92, the Company states that all amounts billed to Chattanooga
Gas Company through the AGL Services is at cost including interest. Provide a
worksheet showing how total interest expense is calculated and allocated among the
distribution companies.

Response

The above data request seeks information that is non-public and has been filed “trade
secret” in other AGL Resources Inc. jurisdictions. A protective order was filed by
Chattanooga Gas Company (CGC) in conjunction with Docket No. 04-00034 on J anuary

26, 2004. Once this protective order is approved, CGC will respond to the above data
request.



Chattanooga Gas Company
TRA Econ#1

Data Request No. 10
Docket Number 04-00034
April 4, 2004

Page 1 of 1

Data Request No. 10

Provide the allocation percentages of distribution expenses for Chattanooga Gas
Company, Virginia Gas Company, and AGL. This can be done on an aggregate bases by
subsidiary except for interest expense on short-term and long-term debi.

Response

The above data request seeks information that is non-public and has been filed “trade
secret” in other AGL Resources Inc. jurisdictions. A protective order was filed by
Chattanooga Gas Company (CGC) in conjunction with Docket No. 04-00034 on J anuary

26, 2004. Once this protective order is approved, CGC will respond to the above data
request.



Chattanooga Gas Company
TRA Econ #1

Data Request No. 11
Docket Number 04-00034
April 4, 2004

Page 1 of 1

Data Request No. 11

Provide worksheet of how debt costs and/or premium on stock issues are allocated if they
are, to the distribution companies.

Response

All debt, including preferred stock, is recorded on the books and records of the following
companies:

AGL Capital Corporation
AGL Capital Trust I

AGL Capital Trust I
Atlanta Gas Light Company

All costs and premiums related to this debt are recorded directly on the books and records
of the applicable company. These costs are not allocated to the distribution companies.
However, any costs or premiums related to this debt have been included in the debt costs
used in the hypothetical capital structure referred to in Econ 1—1.

Any premium related to publicly traded common stock is recorded on the books and
records of AGL Resources Inc. to account 203102—Additional Paid-In Capital and is not
allocated to the distribution companies.



Chattanooga Gas Company
TRA Econ#1

Data Request No. 12
Docket Number 04-00034
April 4, 2004

Page1of1

Data Request No. 12

Provide worksheet describing how retirement of debt gains or losses is allocated if they
are, to the distribution companies.

Response

All debt, including preferred stock, is recorded on the books and records of the following
companies:

AGL Capital Corporation
AGL Capital Trust I

AGL Capital Trust II
Atlanta Gas Light Company

Atlanta Gas Light Company incurred debt retirement losses, which were recorded on its
books and records and are not allocated to other AGL Resources Inc. affiliates. However

these retirement losses have been included in the debt costs used in the hypothetical
capital structure referred to in Econ 1-1.
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